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Abstract 
The tourism and restaurants (HORECA) sector from Romania had to face a huge number of challenges from 1990 to 2014. 
Most of these challenges were witnessed by the previously owned state companies which had to reform in order to survive. 
This process was a very long and difficult one, since most of the previously state-owned companies had difficulties in 
adapting to the private environment. Thus the number of these companies which are still active on the Romanian Stock 
Exchange and which constitute interest for the private investors was reduced significantly. Under these circumstances the 
goal of the current paper was to analyze the financial health of 10 most significant HORECA companies registered on the 
Bucharest Stock Exchange(BVB) especially when considering the evolution of their liquidity and solvency indicators. The 
study considered for analysis the financial data presented in their balance sheets and profit and loss accounts which were 
reported on the Bucharest Stock Exchange website: www.bvb.ro or published in their annual reports. The study 
concentrated on a set of six liquidity and solvency indicators considered most representatives by both the investors, banks 
and the business environment.   
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1. Liquidity and solvency analysis – a short overview 
 
The notions of liquidity and solvency are two of the most important issues in financial analysis at the level 
of the companies both from theoretical and practical point of views. Both referring to the financial health of the 
companies these indicators have some considerable differences in calculation and interpretation, but are 
considered equally important. In order to have a healthy company the financial manager should make proper 
decisions to obtain, at least, satisfactory results on both set of indicators. Solvency and liquidity are considered 
equally important, especially by creditors (Berk&De Marzo, 2014), and healthy companies must be both 
solvent and possess adequate liquidity. Several financial ratios are used to measure a company’s liquidity and 
solvency, and we selected the most common of them to be discussed below. 
It is well known that solvency analyses the long term financial health of the company and considers a 
company healthy if this company has “the capacity to meet its long-term financial commitments”(Brealey et 
all, 2013). A company can be considered solvent if it “owns more than it owes”(www.investopedia.com) and 
accomplishes two requirements: has a positive net worth and has a good financial management of the debt load 
(Stancu, 2006).  
In the specialized literature are described several indicators for solvency (Brealey et all, 2013, Stancu, 2006, 
Pierre, 2004), and we choose to present three of them: 
Solvency rate(RSV) - shows the extent to which total debts are covered by total assets, and reflects the 
security enjoyed by creditors, as well as the creditworthiness of the company(Droj, 2012). 
 
Rsv= 100x
Totaldebts
assetsTotal
          (1) 
 
Other indicator is the global financial autonomy rate (RAFG) – which shows how much of the 
company’s assets are financed from their own resources. By reflecting the weight of the shared capital in total 
financing sources, it is desirable that the rate is as high as possible (Droj, 2012). 
 
100x
sliabilitieTotal
Equity
RAFG =          (2) 
 
This ratio indicates the degree of financial leverage being used by the business and includes both short-term 
and long-term debt. A rising debt-to-equity ratio implies higher interest expenses, and beyond a certain point it 
may affect a company’s credit rating, making it more expensive to raise more debt (Investopedia, 2014). 
Interest coverage ratio = 
expenseInterest 
EBIT)(or  income Operating
       (3) 
This ratio measures the company’s ability to meet the interest expense on its debt with its operating income, 
which is equivalent to its earnings before interest and taxes (EBIT). The higher value of the ratio takes to a 
better company ability to cover its interest expense. 
On the other hand the liquidity rates are testing the ability of a company to pay its short term obligations. 
The term liquidity is also known as the capability of the company to sell temporary assets quickly in order to 
raise cash. Reasonable liquidity can be considered for the companies which have enough cash available to pay 
its short term commitments. The liquidity is one of the most important warning signs for the deterioration of 
the current situation of the company.  
General liquidity rate (RL) compares the current assets with short-term debts. This rate reflects the 
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capacity or incapacity of the company to pay its short-term debts(liabilities) only from the current assets 
possessed in its patrimony.  
 
)( sLiabilitieCurrentdebtstermShort
assetsCurrent
RL =         (4) 
 
Fast or reduced liquidity rate (RLR) or quick ratio- If the value of the rate is higher than 1, than the rate 
highlights the fact that stocks are not financed through short-term debts.  
 
)(
Re&
sLiabilitieCurrentdebtstermShort
ceivablessinvestmenttermShortCash
RLR
+
=       (5) 
 
 Immediate liquidity rate also known as the cash ration (RLI) reflects the capacity of the company to 
pay current debts only based on its current cash and bank accounts. The value of this rate provides little 
relevant information because of the unpredictability of its cash flow management; usually additional 
information is needed regarding its activity (Ross et. all, 2013).  
 
)( sLiabilitieCurrentdebtstermShort
CashRLR =         (6) 
 
These indicators will be tested in the next chapter in order to prove their efficiency in determining the 
financial health of the companies registered on the Bucharest Stock Exchange market and which are operating 
in the tourism sector. 
 
2. Financial analysis of the solvency and liquidity of the Romanian tourist companies between 2010-2013 
 
The case study presented in this paper is focused on analysing the sets of the most representative companies 
which have a specific activity in the tourism and restaurants field and which are quoted on Bucharest Stock 
Exchange (www.bvb.ro). These companies were analysed based on the set of indicators presented in the 
previous chapter. Since the goal of the study is both analysis of the evolution of tourism sector in Romania in 
the period of the crisis and also identification of proper investment opportunities for shareholders were selected 
solvency and liquidity indicators. The period of analysis selected is 4 years: between 2010 and 2013, and the 
data was collected from the companies’ annual reports which were published on www.bvb.ro website. The 
calculation was realised by the author and are presented below. 
As observed from the above tables, the companies which were selected for this analysis are the following: 
Bega Turism SA, Calipso SA Oradea, Casa de Bucovina Suceava, Covasna Estival, THR Marea Neagră SA, 
Arta Culinară Cluj SA, Turism Felix SA, Regal Gala܊i SA, Tusnad SA, Turism Covasna SA. These companies 
are the biggest tourism companies which have their shares quoted on the Bucharest Stock Exchange and, under 
this context are considered interested as investment opportunities for both foreign and resident investors. Some 
of them were in the last years favorite targets for acquisition or consolidation of the big Financial Investment 
Societies, the so called SIFs. These investors: the SIFs have a clear strategy of consolidation in which regards 
their participation as shareholders in the tourism sector, since this sector is considered one with a high level of 
expectations in the next years. Since these companies are capital investors their „moves” are followed by 
several other smaller „players”. In the following lines we analysed the indicators described above. The first 
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companies tested were: Calipso SA and Casa Bucovina Suceava SA. 
 
Table 1. Summary of financial analysis for Calipso SA and Casa Bucovina Suceava SA 
 
CALIPSO SA     Casa Bucovina Suceava SA 
Indicat
ors 2010 2011 2012 2013 2010 2011 2012 2013 
RAFG 92.88277 75.45791 60.45417 62.76197 98.68159 98.58153 92.86282 93.59397 
RLG 4.023462 1.335311 0.054311 0.048615 24.87577 28.3415 22.18536 32.01667 
RLR 3.965258 1.32004 0.145531 0.248902 1.38861 5.271128 1.679282 1.48444 
RLI 3.864506 1.114472 0.084725 0.153523 0.606643 4.53708 0.849096 0.544937 
RSV 13.45575 5.371473 2.521079 2.679694 75.84908 70.49851 14.01113 15.61029 
Source: Calculation of the author 
 
The companies analysed above: Calipso SA and Casa Bucovina Suceava SA have some similarities in 
which concerns the evolution of the financial indicators: the best year when analysing the indicators for both 
companies is 2010 and the worst year it is for both 2012. In which concerns the evolution of the indicators 
itself Calipso SA had a dramatic decrease in the value of all indicators, which must be in direct relation with 
their investment policies: this company increased the level of assets in the last year, by opening a new tourism 
facility: a Hilton – Double Tree hotel. The both solvency and liquidity indicators were affected and the 
company obtained dangerously low financial results. In which concerns Casa Bucovina Suceava SA we can 
observe a decrease in the solvency rate but an increase in 2013 of all other indicators which are way over the 
danger level. Casa Bucovina Suceava SA has a conservative policy regarding future investments with a direct 
influence over the evolution of its financial data. 
 
Table 2. Summary of financial analysis for Turism Felix SA and THR Marea Neagră 
 
Turism Felix SA      THR Marea Neagră 
Indicat
ors 2010 2011 2012 2013 2010 2011 2012 2013 
RAFG 87.88006 89.13707 90.88586 92.10157 93.51518 87.18459 92.34079 91.2191 
RLG 2.611746 4.215392 6.144458 4.289069 1.270754 1.722524 2.184945 2.573734 
RLR 2.437263 3.972285 5.904455 4.108831 1.092285 1.169676 1.91961 1.237432 
RLI 2.140997 3.535099 3.063999 1.858865 0.505832 0.504873 0.182228 0.025731 
RSV 8.250866 9.205619 10.97196 12.66074 15.42062 7.803107 13.05618 11.38835 
Source: Calculation of the author 
 
Turism Felix SA, one of the biggest Romanian company in the field of tourism is the only company which 
registered a positive evolution of the financial indicators which were analysed. Healthy increases have been 
obtained in both liquidity and solvency indicators. With an aggressive investment policy this company seems to 
strive in the period 2010-2013. THR Marea Neagră is also a big operator in the field of tourism and its financial 
indicators are showing a certain stability at the level of the company with most of the indicators improving or 
remaining stable in the analysed period. The only reduction in values was obtained at the level of solvency 
which decreased wrom 15.42 to 11.38, but being still at a comfortable level.  
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The companies analysed in Table 3: Covasna Estival SA and Regal Gala܊i SA have a total distinct evolution 
in the period 2010-2013. Almost at brinks of collapse in 2010 and 2011 Covasna Estival SA has a positive 
evolution in the following two years: 2012 and 2013 and heading towards safety. On the other hand regal 
Gala܊i SA, with businesses involving mainly restaurants and real estate head a more constant evolution, with 
excellent results in 2011 and slightly lower results in 2012. The most dynamic indicator has been the general 
solvency, and which is also the only one continuously decreasing. In general all the indicators seem to show 
that Regal Gala܊i SA is having a constant financial evolution. 
 
Table 3. Summary of financial analysis for Covasna Estival SA and Regal Galati SA 
 
Covasna Estival SA      Regal Galati SA 
Indicat
ors 2010 2011 2012 2013 2010 2011 2012 2013 
RAFG -46.1 6.587202 2.898742 7.346419 93.29484 95.53902 90.32795 88.73137 
RLG N/A N/A 2.281212 5.774724 13.98095 22.45818 6.070379 11.62021 
RLR N/A N/A 1.968568 4.516011 13.34203 21.83867 5.875647 11.52825 
RLI N/A N/A 1.707818 4.310519 11.43505 18.38589 3.67812 3.861825 
RSV 0.684463 1.070517 1.029853 1.079289 14.91389 22.4166 10.33907 8.874191 
Source: Calculation of the author 
 
Arta Culinară Cluj SA, which is mainly operating Horeca properties has a financial situation similar to other 
companies operating in the field with significant increase in the period 2012-2013 comparing to 2010-2011. 
Turism Covasna SA has the totally different evolution of the financial indicators with worsened financial 
situation in the last years of evolution. The indicators are showing real signs of liquidity problems in 2013 and 
under this condition it requires from the company a completely change in the management of the current assets 
and short term debts in order to overcome these difficulties. 
 
Table 4. Summary of financial analysis for Arta Culinară Cluj SA and Turism Covasna SA  
 
Arta Culinară Cluj SA      Turism Covasna SA 
Indicat
ors 2010 2011 2012 2013 2010 2011 2012 2013 
RAFG 94.53617 96.3602 97.06513 89.77804 71.37024 59.26791 59.12755 46.75551 
RLG 0.84167 1.174613 0.165108 0.129545 10.96594 1.487291 2.572817 0.870707 
RLR 0.589086 0.95601 2.361822 4.358682 10.82084 1.461539 2.429994 0.824326 
RLI 0.179284 0.491058 1.847089 3.811876 10.67502 1.362205 1.836165 0.554821 
RSV 18.30219 27.474 34.07306 9.782864 3.492869 2.455067 2.446636 1.878129 
Source: Calculation of the author 
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Table 5. Summary of financial analysis for Tusnad SA and Bega Turism SA 
 
Tusnad SA      Bega Turism SA 
Indicat
ors 2010 2011 2012 2013 2010 2011 2012 2013 
RAFG 89.61822 91.79779 75.93045 67.32691 62.30328 61.20635 62.16631 69.00087 
RLG 7.799541 2.957276 0.738253 1.887047 0.874978 0.252833 0.18915 0.219273 
RLR 7.783677 2.94065 0.724882 1.820501 0.156272 0.092625 0.052681 0.088435 
RLI 6.352971 1.397365 0.291553 0.858782 0.003547 0.003363 0.001749 0.006601 
RSV 9.632255 12.19183 4.154628 3.060622 2.652751 2.577742 2.643147 3.225897 
Source: Calculation of the author 
 
Bega Turism SA , one of the companies of the Bega group, has very low levels of liquidity in the entire 
analysed period. The equilibrium between the current assets and current liabilities is very low, being hindered 
by the increasing amount of short term debts which are not covered by the current assets. The situation is 
worsening from 2010 to 2013. Tusnad SA had a difficult period in 2012 mainly because of the compliance with 
IFRS regulations and re-evaluation of patrimony. 
After analysing separately the companies we created an aggregated set of indicators combining the results 
of all these companies. This can be seen in table 6 as numeric results and under a graphic form in table 7. The 
interesting fact is that the only indicator which when analysed the aggregated results seems to have a constant 
evolution is the Global financial autonomy rate, which has good values is not varying too much. The indicator 
which is worsening constantly is the solvency rate: it loses more than 50% of its initial value, even if it is well 
above the recommended value. This fact can be explained by the fact that, at the beginning of 2013, the fixed 
assets of the all companies from Romania which are registered at BVB had to be evaluated and registered 
properly. This caused reduction of assets of the Romanian BVB companies which can be seen in the financial 
situations from 2012 and 2013.   
The liquidity rates decreased especially in 2012 comparing with 2010 and 2011, but registered an 
improvement in 2013 being over the danger zone. This is an interesting situation since for three of the analysed 
companies the results are under the acceptable level and showing real signs of short term financial distress.  
 
Table 6. Aggregate Indicators for the most representative 10 HORECA companies from Romania which are 
registered on Bucharest Stock Exchange 
 
Aggregate indicators of the most representative 10 
HORECA companies from Romania 
Indicat
ors 2010 2011 2012 2013 
RAFG 0.737982 0.76112 0.72406 0.708616 
RLG 7.471644 7.104991 4.258599 5.94296 
RLR 4.61948 4.335847 2.306247 3.021581 
RLI 3.97376 3.481268 1.354254 1.598748 
RSV 16.26547 16.10645 9.524675 7.024008 
Source: Calculation of the author 
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However after analyzing all the data we can draw several conclusions: the solvency and liquidity of the 
tourism companies were deteriorated and suffered especially in 2012. For most of the companies the year 2013 
brought positive evolutions of solvency and liquidity indicators. In general, the liquidity indicators lost fewer 
points than the solvency indicators and proving that the short term reactions of the companies’ to the changes in 
the business environment were rather faster and easily applicable. 
 
 
Figure 1. Evolution of aggregate indicators 2010-2013 for the most representative 10 companies from the field 
of tourism operating in Romania which are registered on the Bucharest Stock Exchange 
3. Conclusions 
 
The tourism sector from Romania had to face a huge number of challenges from 1990 to 2014. Most of 
these challenges were witnessed by the previously owned state companies which had to reform in order to 
survive. This process was a very long and difficult one, since most of the previously state-owned companies 
had difficulties in adapting to the private environment. Thus the number of these companies which are still 
active on the Romanian Stock Exchange and which constitute interest for the private investors was reduced 
significantly.  
At the initiation of the study, the authors mentioned that its main goal is to identify if the companies which 
are operating in the tourism sector from Romania and are registered at BVB are healthy and if they are good 
investment opportunities. After processing the financial data we can draw several conclusions: the solvency 
and liquidity of the tourism companies were deteriorated and suffered especially in 2012. For most of the 
companies the year 2013 brought positive evolutions of solvency and liquidity indicators.  
In general, the liquidity indicators lost fewer points than the solvency indicators and proving that the short 
term reactions of the companies’ to the changes in the business environment were rather faster and easily 
applicable. Some of the results were surprises in term of financial data(balance sheet) but if analyzed in 
correlation with other information: especially the investment strategy or the evaluation of the fixed assets the 
results are understandable. Considering the evolution of the indicators it is easily understandable why the big 
capital investors(SIFs) have chosen to consolidate their participation in companies with good financial results. 
Of course this study can be continued with the analysis of the performance indicators which can bring a totally 
different view over the final results.  
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